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JURISDICTION
The Utah Court of Appeals has jurisdiction over this matter
pursuant to Utah Code Ann. § 78-2a-3(j) (1996).

This case was

originally filed in the Utah Supreme Court and was poured over to
this Court on May 7f 1998.
STATEMENT OF ISSUES AND STANDARD OF REVIEW
When reviewing final orders of the Utah State Tax
Commission, this Court shall grant deference to the Tax
Commission's findings of fact, applying a substantial evidence
standard of review.

Utah Code Ann. § 59-1-610 (1996) . This

Court shall grant the Tax Commission no deference concerning
conclusions of law, applying a correction of error standard.

Id.

There are two issues presented for review here. The first
issue is whether the Commission properly upheld Salt Lake
County's use of a five year life to value Action TV's "rent-toown" personal property.

This issue of valuation methodology is

an issue of fact, to which this Court must apply a "substantial
evidence" standard of review. Alta Pacific Assoc. Ltd. v. Utah
State Tax Comm'n, 931 P.2d 103 (Utah 1997); Beaver County v. Utah
State Tax Comm'n, 916 P.2d 344, 354 (Utah 1996).
The second issue is whether Action TV's "rent-to-own"
property that was not reported to Salt Lake County for tax years
1989 through 1994 was properly taxed as "escaped property".

This

is an issue of law, to which this Court must apply a correction
1

of error standard of review. First Security Mta. Co. v. Salt Lake
County, 866 P.2d 1250 (Utah Ct. App. 1993) ("Whether property has
escaped assessment is a legal question, and we give no deference
to the trial court's interpretation of the statute.11); See also
County Bd. of Equalization v. State Tax Comm'n. 789 P.2d 291, 292
(Utah 1990); County Bd. of Equalization v. Nupetco Assoc., 779
P.2d 1138, 1139 (Utah 1989).
DETERMINATIVE CONSTITUTIONAL AND STATUTORY PROVISIONS
The following statutes are determinative in this case and
are set forth verbatim in the addendum to this brief.
Utah Code Ann. § 59-2-102(8) (Supp. 1998)l
Utah Code Ann. § 59-2-103(1) (1996)
Utah Code Ann. § 59-2-306(1) (1996)
Utah Code Ann. § 59-2-309(1) (1996)
STATEMENT OF FACTS
1.

The tax at issue is personal property tax for years 1989

through 1995. (R. at 5).
2.

During all years in question Action TV was in the

business of renting furniture, appliances and electronics under
11

rent-to-own" contracts. Most of Action TV's revenue during the

years in question was derived from its "rent-to-own" contracts.

1

At the time of the Commission's decision, the relevant
subsection was (7). That subsection has since been renumbered as
(8). Because this subsection has not changed in substance, the
Commission will cite to the current subsection number.
2
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established by the Tax Commission in its "Recommended Schedules
for Personal Property Valuation." (R. at 954-56, 961, Exhibits
Rl-3) .
8.

Salt Lake County valued the property at issue by using a

five year life for "Class 3 - Short Life Trade Fixtures" which
"generally consists of electronic types of equipment and includes
property subject to rapid functional obsolescence and economic
obsolescence and severe wear and tear." (R. at 946-47, 959-960,
Exhibits R5-6).
9.

Furniture and appliances are normally "Class 5 - Long

Life Trade Fixture" property with a nine year life. (R. at 97071, Exhibits R5-6).
10.

Action TV filed an appeal of the audit assessment of

years 1989 through 1994 and filed an appeal of its 1995 personal
property assessment with the Salt Lake County Board of
Equalization. (R. at 231, 353).
11.

The Salt Lake County Board of Equalization upheld the

assessments for all years and Action TV appealed to the Tax
Commission pursuant to Utah Code Ann. § 59-2-1004 (1996) . (R. at
206).

The matters were consolidated by the Tax Commission. (R.

at 53) .
12.

During the years in question the "rent-to-own"

businesses in Salt Lake County did not uniformly report their
"rent-to-own" property on their personal property affidavits. (R.
at-834-37, 908, 960).
4
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good care of the property that they rented from Action TV, and
that they treated the property as if it were their own. (R. at
790-91, 796).
SUMMARY OF THE ARGUMENT
The Commission was correct to uphold Salt Lake County's
assessments because Action TV failed to meet its burden of proof.
Specifically, Action TV failed to present any evidence as to the
fair market value of its "rent-to-own" property.

Action TV did

not submit any appraisals of the subject property, nor did Action
TV present any sound evidence to support lower values than those
determined by Salt Lake County.
The Commission's findings are sufficient to support its
decision that the five year life was an appropriate method to
value Action TV's "rent-to-own" property.

Specifically, the

Commission made findings that Action TV disposed of the property
within three years, and the customer generally kept and used the
property after the time it took to purchase the property under a
"rent-to-own" contract.
Moreover, these findings are supported by substantial
evidence from the record.

Specifically, the five year life takes

into account the rapid obsolescence and severe wear and tear that
Action TV claims its property undergoes.

In addition, Action

TV's arguments for a shorter useful life were primarily based on
Action TV's opinion that the property had an 18 - 24 month useful

6
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POINT I
THE TAX COMMISSION CORRECTLY AFFIRMED SALT LAKE
COUNTY'S ASSESSMENTS OF ACTION T V ' S "RENT-TO-OWN"
PERSONAL PROPERTY
I

ACTION TV FAILED TO MEET I T S BURDEN OF PROOF
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not

cases

only

to show substantial error or impropriety in the assessment, but
also to provide a sound evidentiary basis upon which the
Commission could adopt a lower valuation." Utah Power & Light Co.
v. Utah State Tax Comm'n, 590 P.2d 332, 335 (Utah 1979).
In Utah Power & Light the Supreme Court said that

,f

[i]t is

significant here that Utah Power has not only failed to show any
such error in the assessment, but that it presented no
alternative evaluation or appraisal which could be subject to
critical scrutiny by the Commission."

Id. at 335.

In Hercules Inc. v. Utah State Tax Comm'n. 877 P.2d 169, 172
(Utah Ct. App. 1994) this Court affirmed the Commission's
decision where the taxpayer had shown error in the county's
appraisals but failed to meet the second element of its burden of
proof. This Court held that even though Hercules had shown error
with the county's assessments, Hercules failed to meet its burden
of proof because it failed to provide "a sound evidentiary basis
to the Commission on which it could reduce the original
assessment to the level requested by Hercules."

Id.

Here, Action TV asserts that the Commission's decision
should be reversed because Salt Lake County's valuations were in
error.

However, even if Salt Lake County's valuations were

incorrect, the Commission properly upheld the assessments because
Action TV entirely disregarded the second portion of its burden

8
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The Ta>
ion believes that Action TV did not point
out any substantial error in Salt Lake County's assessments. In
fact, the county witnesses testified that their cost approach
assessments were done in accordance with Tax Commission
guidelines. (R. at 946-47, 955) . However, for purposes of
argument regarding burden of proof, the Commission's analysis
will focus only on the second element of the burden, which f.he
Commission believes Action TV failed to meet
9

1

this objection, counsel for Action TV stated that:
MR. THORUP: . . . They [sic] document which we will be
entering as an Exhibit is merely prepared for
demonstrative purposes, not to the value of the
particular property which is at issue in this case.
The property which is at issue in this particular case
dated back to (inaudible) 1989/1990 and probably no
longer exists and could not be viewed or valued by
anyone at this point in time. However, Mr. Erkelens is
qualified to look at similar kinds of property and at
least provide his opinion as to the value of similar
kinds of property . . . And that is the purpose for
which we have called Mr. Erkelens, not to value the
particular property at issue in this case.
(R. at 811 (Emphasis added)).
Though Mr. Erekelens had prepared an appraisal report,
Action TV's counsel made it clear that the appraisal did not
concern the property in issue.
MR. THORUP: It was not your intention in preparing this
report to value specifically the property which is at
issue today?
MR. ERKELENS: No.
(R. at 815-16).
A similar representation was made by counsel regarding
Action TV's other purported "valuation witness", Mr. Thomas.
Counsel stated that Mr. Thomas was not intended to be called as a
"valuation witness" as to the particular property in issue.

(R.

at 832.) .
As the record shows, neither Mr. Erkelens, Mr. Thomas nor
any other witness for Action TV were presented as "valuation
witnesses".

In fact, none of Action TV's witnesses presented an

appraisal of the property in issue nor did any Action TV witness
10

suggest wnat tne value or the subject property actually was.
Thus, Action TV failed to meet the second element of its burden
of proof.

The Commission was, therefore, correct in upholding

Salt Lake County's values.
B.

THE COMMISSION MADE ADEQUATE FINDINGS IN SUPPORT OP ITS
DECISION TO UPHOLD SALT LAKE COUNTY'S ASSESSMENTS, AND
SUBSTANTIAL EVIDENCE SUPPORTS THE COMMISSION'S FINDINGS

The Tax Commission made sufficient findings in support of
its decision to uphold Salt Lake Countyfs use of the five year
life.

"An administrative agency must make findings of fact and

conclusions of law that are adequately detailed so as to permit
meaningful appellate review."

Adams v. Board of Review, 821 P.2d

1, 4 (Utah App. 1991). A "finding may be implied if it is clear
from the record, and therefore apparent upon review that the
finding was actually made as part of the tribunal's decision."
Id. at 5.

The issue of adequate findings must be viewed in the

context of whether "this court is able to conduct a meaningful
review." Id.
The Commission held that "[t]he subject property is properly
valued as having a five year life by following the Recommended
Schedules For Personal Property Valuation promulgated by the Utah
State Tax Commission." (R. at 9).

In support of the foregoing

conclusion, the Commission found:
3. The property at issue are the items of personal
property which were owned by Petitioner but as of the
respective lien dates were subject to rent to own
contracts. These items were for the most part
11

furniture, appliances and electronic devices. . . .
5. . . . The County's assessments were based on
Petitioner's cost for the items of property at issue
multiplied by the percent good tables as established by
the Tax Commission in its Recommended Schedules For
Personal Property Valuation. The percent good was
based on a five year class life.
6. . . . At the end of the rent to own contract, if the
lessee/customer had made all the payments, then title
would pass to the lessee/customer. However,
lessee/customers often did not make all of the payments
and the leased items would be returned to Petitioner
who would generally re-lease the items. . .
7. Petitioner generally disposed of the items at issue
within three years of acquiring them, either through
one or more rent to own contracts, outright sales, or
as a write off due to theft or poor condition.
9. Lessee/customers of Petitioner testified at the
hearing that they usually intended to keep the items
for which they entered into the rent-to-own contracts
and they continued to use these items after they
acquired title from Petitioner by paying the amount
required in the rent-to-own contract.
(R. at 5-7).
The foregoing findings support the Commission's conclusion.
Especially supportive of the conclusion are the findings to the
effect that Action TV disposed of the items within two or three
years, and that the customers retained the items after they were
purchased under a "rent-to-own" contract.3

The foregoing

findings are also supported by substantial evidence from the

3

However, if this Court determines that the Commission's
decision lacked sufficient findings on the issue of "escaped
property", the remedy is not reversal, as Action TV requests,
but, rather, for this Court to remand for adequate findings. In
re Worthen. 926 P.2d 853 (Utah 1996); Adams v. Board of Rev, of
Indus. Comm'n., 821 P.2d 1 (Utah Ct. App. 1991); (quoting Vali
Convalescent & Care Insts. v. Division of Health Care Financing,
797 P.2d 438, 450 (Utah Ct. App. 1990)).
12

record.
The five year life that Salt Lake County used was taken from
the Tax Commission's recommended schedules.
60, Exhibits R5-6).

(R. at 946-47, 959-

Action TV's "rent-to-own" property was

assessed as Class Three property, "Short Life Trade Fixtures",
which "generally consists of electronic types of equipment and
includes property subject to rapid functional obsolescence and
economic obsolescence and severe wear and tear." (R. at 946-47,
959-60, Exhibits R5-6).

Normally, furniture and appliances are

classified as "Long Life Trade Fixtures", with a useful life of
nine years. (R. at 971, Exhibits R5-6).
R884-24P-33 (1998)4

See Utah Admin. Code

Salt Lake County's witnesses testified that

the five year life was appropriate because it took into account
and allowed for the greater wear and tear that Action TV's
witnesses testified about. (R. at 959-60, 970-72).
Moreover, Action TV's argument for an 18 -24 month useful
life was properly rejected.

That argument was based on Action

TV's observations of the property that was returned in very poor
condition, the implication being that all of the "rent-to-own"
property was in such bad condition that it was useful for at
most, two years. (R. at 917). However, evidence at the hearing

4

During the years in question, the schedules were not
promulgated in rule form, but were disseminated through
bulletins. (Exhibits R5-6). The pertinent parts of the
schedules have not changed in substance, therefore, for ease of
reference, the rule has been cited.
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contradicted this assertion.

In fact, most of Action TV's

property was eventually purchased by Action TV's customers,
sometimes after being re-rented two, three or more times. (R. at
852, 857, 875-77, Exhibit P4).

Two such customers testified that

when they entered into "rent-to-own" contracts with Action TV,
they intended to purchase the property, and that they treated the
property as if it were their own, and always took good care of
it. (R. at 791, 793, 796, 800-01).
Action TV's witnesses also stated that they believed that
there was a "substantial difference" in the condition of the
property that was kept by the customer, and property that was
returned. (R. at 859). Specifically, the property that was kept
by the customer was generally maintained better than the property
that was returned. (R. at 860). The evidence offered by Action
TV also showed that of the property that was returned to Action
TV, less than 2% was in such poor condition that it had to be
"junked".

(R. at 876-77, Exhibit P4).

Salt Lake County's assessments only concerned the "rent-toown" property that was out under contract to a customer as of the
lien date.

Since the majority that property was eventually sold

to a customer, and since the property that was sold to the
customer was generally well maintained -- the Commission was
correct in rejecting the assertion that all of Action TV's "rentto-own" property was treated poorly and in poor condition.

Thus,

th§ Commission correctly rejected the 18 - 24 month useful life.
14

The Commission was also correct to reject Action TV's
argument for an 18 - 24 month useful life because Action TV's
witnesses testified the 18 - 24 month useful life was actually
only the useful life to them, the seller-. (R. at 871-72) . Mr.
Jones who was president of Action TV during the years in
question, made the following statement:
MS. SLOAN: You've indicated the average useful life is
18 to 20 months. Isn't that the useful life to you as
a seller of the property?
MR. JONES: That's correct.
MS. SLOAN: Isn't it true that many of these items of
property have a much greater period of life to the,
useful life to the purchaser of the property?
MR. JONES: I would assume so, but I haven't ever really
inspected anything after its paid off to answer that.
(R. at 911).
Moreover, the record shows that the property did, in fact,
have a useful life beyond the time that it took Action TV's
customers to purchase the property.

Specifically, the customers

testified about "rent-to-own" property that they had paid off,
and still had in their homes. (R. at 788-89, 793, 799).
In addition, the record shows that the 18 - 24 month useful
life that Action TV's witnesses discussed was based on
observation of the industry practice concerning accounting
depreciation for tax purposes. (R. at 846-47).

However,

accounting depreciation for income is not meant to represent fair
market value. (R. at 972). Whereas, the Commission's "percent
good" tables, on the other hand, are designed to assist in
15

determining the fair market value of a piece of personal
property. (R. at 972).
Finally, the Commission properly rejected Action TV's
assertion that the 1997 federal law change regarding the IRS's
class life guidelines required a shorter useful life for the
property in issue.

Testimony was that the IRS class life changes

would be considered by the Commission, but not automatically
adopted. (R. at 926) . Moreover, the Commission was correct to
reject retroactive application of a change in federal law.
POINT II
THE COMMISSION CORRECTLY HELD THAT THE "RENT-TO-OWN"
PROPERTY WHICH ACTION TV FAILED TO INCLUDE ON ITS
PERSONAL PROPERTY AFFIDAVITS FROM 1989 THROUGH 1993 WAS
"ESCAPED PROPERTY" SUBJECT TO COUNTY ASSESSMENT
The Commission was correct in deciding that Action TV's
"rent-to-own" property had escaped assessment because the plain
language of the "escaped property" statutes applied to the facts
of this case require such conclusion.

The relevant definition of

"escaped property" is:
any property, whether personal, land, or
improvements to the property, subject to
is:
(ii) undervalued or omitted from the tax
of the failure of the taxpayer to comply
reporting requirements of this chapter;

any
taxation and
rolls because
with the

Utah Code Ann. §59-2-102 (8) (a) (Supp. 1998).5

5

Formerly numbered Utah Code Ann. § 59-2-102(7) (1996).
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By statute, any "escaped property" may be assessed as far
back as five years prior to the time that the assessing authority
discovers that the property escaped assessment.
59-2-309 (1996).

Utah Code Ann- §

A 100% penalty is applicable if the "escaped

property" was "willfully concealed, removed, transferred, or
misrepresented by its owner or agent in order to evade taxation."

Under the definition of "escaped property", the Commission
found that Action TV's "rent-to-own" property "for the years 1989
through 1994 was escaped property . . . "

(R. at 9).

This

conclusion is supported by adequate subsidiary findings, and by
substantial evidence from the record.
When determining, under the relevant definition of "escaped
property", whether certain property has escaped assessment, two
questions must be asked.

First, whether the property was either

undervalued or omitted from the tax rolls. And second, whether
the undervaluation or omission was the result of the property
owner's failure to comply with the reporting requirements.

If

the answer to each question is yes, the conclusion must be that
the property escaped assessment.6

6

The Commission's findings

In order for property to be "escaped property" it must
first be taxable. At the formal hearing, Action TV argued that
the "rent-to-own" property was exempt from taxation as inventory.
The Commission found that the "rent-to-own" property was not
inventory. (R. at 9). The Commission's findings of fact,
paragraphs 3 and 6 support this conclusion. -(R. at 6). Action
TV has not appealed that portion of the Commission's decision.
17

answer each question in the affirmative and are thus, sufficient
to support its conclusion that the property had escaped
assessment.
As noted above, the issue of adequate findings must be
viewed in the context of whether "this court is able to conduct a
meaningful review." Adams v. Board of Review, 821 P.2d 1, 5 (Utah
App. 1991). The Commission found:
1. The tax in issue is personal property tax.
2. The periods in question are the tax years 1989
through 1995.
3. The property at issue are the items of personal
property which were owned by Petitioner but as of the
respective lien dates were subject to rent to own
contracts. . . .
4. Petitioner had not claimed the subject items of
personal property on its property tax affidavits for
the years in question.
5. In May, 1994, the Salt Lake County Assessorfs
Office completed an audit of Petitionees business
establishments within Salt Lake County. As a result of
the audit the County imposed an escaped property tax
assessment for the subject property for the years 1989
to 1994.
(R. at 5-6).
The findings that there was personal property tax in issue
for the relevant years, and that Salt Lake County had to do an
"escaped property" assessment in order to capture the value of
the "rent-to-own" property show that the property had been
omitted from the tax rolls. Therefore, the first question,
mentioned above, was answered in the affirmative by the
Commission.
The second question was also answered in the affirmative
18

when the Commission found that Action TV had not reported the
11

rent -to -own" property on its affidavits for the years in

question.

Having addressed both questions mentioned above, the

Commission made sufficient findings to support its final
conclusion that Action TV's property had escaped assessment.
The Commission's findings are also supported by substantial
evidence from the record.

For instance, Salt Lake County entered

its assessments into evidence, and those assessments showed
clearly that the "rent-to-own" property had been omitted from
Salt Lake County's assessment rolls.

(Exhibits Rl-3).

In addition, the testimony of Action TV's former president
supports the finding that Action TV failed to report the subject
property.

Specifically, Mr. Jones testified that Action TV had

never reported any of their "rent-to-own" property as taxable
personal property on their personal property affidavits. (R. at
906, 910). This fact was also supported by the testimony of Mr.
Patrick, the manager of the Personal Property Auditing Division
of the Salt Lake County Assessor's Office, who testified that
Action TV's "rent-to-own" property had not been reported on its
personal property affidavits.

(R. at 935-37, 940). This

evidence leads to the same conclusion that the Commission made,
that the subject property was "escaped property."
This Court should also reject the assertion that the
"escaped property" assessments must be reversed because they are
unfair.

Action TV states that it acted on its good faith
19

understanding of the law, and that the "escaped property"
statutes were not meant to apply to taxpayers who acted in good
faith.

Action TV cites no authority for this proposition, and in

fact, its statements about good faith are irrelevant.
The "escaped property" statute, when read as a whole, does
not require a finding of bad faith on the part of the taxpayer in
order for an assessment to be made, and does not except those who
acted in good faith. A finding of intent is, however, required
for the imposition of the 100% penalty.

Since Salt Lake County

did not impose the 100% penalty for intent to evade taxes, the
question of whether Action TV acted in good faith is irrelevant.
Finally, this Court should reject Action TV's argument that
the "escaped property" assessment is unfair because other
businesses in the "rent-to-own" industry were not audited and
assessed in the same manner.

This argument must fail because the

logical extension of this argument would require the Commission
and the counties to assess every single taxpayer before they
could assess any particular one taxpayer.

Though the Commission

and the county's goals are for each taxpayer to pay its fair
share, the resources and time are simply not there to require
audit of every taxpayer.

This is especially true where, as here,

the assessments are based on a system of self-reporting.

20

CONCLUSION
Based on the foregoing, the Commission respectfully requests
that this Court affirm the Commission's decision.
DATED this 1&* day of October, 1998:

Michelle Bush
Assistant Attorney General
Attorney for the Utah State
Tax Commission
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Addendum 1

BEFORE THE UTAH STATE TAX COMMISSION
ACTION TV, ACTON TV & RENTAL, )
FINDINGS OF FACT,
CONCLUSIONS OF LAW,
AND FINAL DECISION

Petitioner,

COUNTY BOARD OF EQUALIZATION
OF SALT LAKE COUNTY,
STATE OF UTAH,
Respondent.

Appeal Nos. 96-0917
96-2215
Account Nos. 24-079300
01-076272
21-0079305
Tax Type: Personal Property

STATEMENT OF CASE
This matter came before the Utah State Tax Commission for a
Formal Hearing on September 11, 1997.

W. Val Oveson, Commission

Chairman, and Jane Phan, Administrative Law Judge, heard the matter
for and on behalf of the Commission.

Present and representing

Petitioner was Gary Thorup, Esq., of Holme Roberts & Owen. Present
and representing Respondent was Mary Ellen Sloan, Deputy County
Attorney.
Based upon the evidence and

testimony

presented at the

hearing, the Tax Commission hereby makes its:
FINDINGS OF FACT
1.

The tax in question is personal property tax.

2.

The periods in question are the tax years 1989 through

1995.
3.

The property at issue are the items of personal property

which were owned by Petitioner but as of the respective lien dates
were subject to rent to own contracts.

These items were for the

Appeal Nos. 96-0917 & 96-2215

most part furniture, appliances and electronic devices.

These

items were generally in the possession of the lessee on the lien
date. However, title remained with Petitioner.
assessment

at

issue came

from

the

No portion of the

furniture, appliances and

electronic devices which were at Petitioner's business locations on
the lien dates and were not subject to rent to own contracts.
4.

Petitioner had not claimed the subject items of personal

property on its property tax affidavits for the years in question.
5.

In May 1994, the Salt Lake County Assessor's Office

completed an audit of Petitioner's business establishments within
Salt Lake County.

As a result of the audit the County imposed an

escaped property tax assessment for the subject property for the
years 1989 to 1994. Subsequently Petitioner filed an appeal of its
1995 personal property assessment and the two appeals have been
consolidated by the Tax Commission.

The County's assessments were

based on Petitioner's cost for the items of property at issue
multiplied by the percent good tables as established by the Tax
Commission

in its Recommended

Valuation.

The percent good was cased on a five year class life.

6*

Petitioner

possibility

is

for eventual

electronic devices.

in

Schedules For Personal Property

the

business

purchase,

of

furniture,

leasing,

with a

appliances and

Approximately 90% of Petitioner's revenue

comes from leasing the items by "rent to own" contracts.

At the

end of the rent to own contract, if the lessee/customer had made
-2-
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all the payments, then title would pass to the lessee/customer.
However, lessee/customers often did not make all of the payments
and the leased items would be returned to Petitioner who would
generally re-lease the items.

A small percentage of Petitioner's

revenue came from out right retail sales of furniture, appliances
or electronics and a small percentage from "rent to rent" contracts
whereby there was no provision that the lessee would own the item
at the end of the contract.
7.

Petitioner generally disposed of the items at issue

within three years of acquiring them, either through one or more
rent to own contracts, outright sales, or as a write off due to
theft or poor condition.
8.

During the period in question rent-to-own businesses did

not uniformly report or value items of personal property on their
personal property affidavits.

The County did not audit personal

property affidavits of other rent-to-own businesses.

The result

being that many of these business paid less in property tax than
the legally required amount and less then the amount being assessed
against Petitioner.
9.

Lessee/customers of Petitioner testified at the hearing

that they usually intended to keep the items for which they entered
into the rent-to-own contracts and they continued to use these
items after they acquired title from Petitioner by paying the
amount required in the rent-to-own contract.
-3-
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APPLICABLE LAW
The Utah Legislature has provided the Counties the authority
to assess property tax on escaped property.

Escaoed property is

defined in Utah Code Ann. §59-2-102(7) as follows:
(a) "Escaped Property" means any property,
whether personal, land or any improvements to
the property, subject to taxation and is:
(i) inadvertently omitted from the tax rolls,
assigned to the incorrect parcel, or assessed
to
the wrong
taxpayer
by
the
assessing
authority:
(ii) undervalued or omitted from the tax rolls
because
of the failure of the taxpayer to
comply with the reporting requirements of this
chapter; or
(iii) undervalued because of errors made by
the assessing authority based upon incomplete
or erroneous information furnished by the
taxpayer.
(b) Property which is undervalued because of
the uses of a different valuation methodology
or because of a different application of the
same valuation methodology is not "escaped
property."
Inventory is exempt

from property tax pursuant to Utah Code

Ann. §59-2-1114 as follows:
(1) Tangible personal property present in Utah
on the assessment date, at noon, held for sale
in the ordinary course of business . . . and
which
constitutes
the
inventory
or
any
retailer, wholesaler, distributor, processor,
warehouseman,
manu facturer,
producer,
gatherer,
transporter,
storage
provider,
farmer or livestock raiser, is exempt from
property taxation . . .
(3) (b) "Inventory" means all items of tangible
personal property described
as materials,
containers, goods in process, finished goods,
severed minerals, and other personal property

-4-
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owned by or in possession
claiming the exemption.

of

the

person

CONCLUSIONS OF LAW
1.

The subject property at issue assessed by Respondent for

the years 1989 through 1994 was escaped property pursuant to the
definition set out in Utah Code Ann. §59-2-102(7).
2.

The subject property is not exempt as inventory from

property tax.
3.

Utah Code Ann. §59-2-1114.

The subject property is properly valued as having a five

year life by

following

the Recommended

Schedules

For Personal

Property Valuation promulgated by the Utah State Tax Commission.

DECISION AND ORDER
Three

issues

were

presented

Petitioner in this matter.

to

the

Commission

by

the

For the first issue, Petitioner argues

that the subject property does not meet the statutory definition of
escaped property set out in Utah Code Ann. §59-2-102(7).
Commission

disagrees

with

this argument

as

it

The Tax

finds that

the

subject property is clearly "escaped property" within the meaning
of the statute, and therefore, Respondent had the authority tc
issue the property tax assessment for the years 1989 through 1994.
The second issue presented by Petitioner is wether or not the
subject property is exempt from property tax as inventory, pursuant
to the exemption established in the Utah Constitution or codified
in Utah Code Ann. §59-2-1114.

After reviewing the law at issue and

-5-
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the information presented by the parties at the hearing, the Tax
Commission agrees with Respondent that the subject property is not
inventory

within

the

meaning

of

the

statute

or

the

Utah

Constitution.
The third issue then, is since the Commission has found the
property at issue to be subject to property tax, should value be
based on a three year or a five year class life.

The Commission

determines from the evidence presented that the five year class
life established in the Recommended Schedules for Personal Property.
Valuation is the proper valuation method for the subject property.
Based upon the foregoing, the Tax Commission sustains the
escaped property valuation for the years 1989 through 1994 and the
value set by the County for 1995.
DATED this

j V

It is so ordered.

day of A k..tUUi L^

, 1997.

BY ORDER OF THE UTAH STATE TAX COMMISSION.

Jane Pnan
Administrative Law Judge
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The agency has reviewed this case and the undersigned concur
in this decision.
DATED t h i s

M

day of

v

J&H/fJUA

. 1997.

/)

BY ORDER OF THE UTAH STATE TAX COMMISSION.

NOTICE; You have twenty (20) days after the date of a final order
to file a Request for Reconsideration with the Commission. If you
do not file a Request for Reconsideration with the Commission, you
have thirty (30) days after the date of a final order to file a
Petition for Judicial Review in the Supreme Court. (Utah
Administrative Rule R861-1A-5(P) and Utah Code Ann. §63-46(b)-l et.
seq.}
JKP/96*09l7tof

PLEASE NOTE: If this Order results in tax liability, failure to pay
within thirty (30) days of this Order may subject Petitioner to
additional penalty pursuant to Utah Code Ann. 59-1-401(2)(d).
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Addendum 2

DETERMINATIVE CONSTITUTIONAL PROVISIONS AND STATUTES
Utah Code Ann. § 59-2-102 (8) (Supp. 1998)
(8)(a) "Escaped property" means any property, whether
personal, land or any improvements to the property,
subject to taxation and is:
(i) inadvertently omitted from the tax rolls,
assigned to the incorrect parcel, or assessed
to the wrong taxpayer by the assessing
authority;
(ii) undervalued or omitted from the tax
rolls because of the failure of the taxpayer
to comply with the reporting requirements of
this chapter; or
(iii) undervalued because of errors made by
the assessing authority based upon incomplete
or erroneous information furnished by the
taxpayer.
Utah Code Ann. § 59-2-103(1) (1996)
(1) All tangible taxable property shall be assessed
and taxed at a uniform and equal rate on the basis of
its fair market value, as valued on January 1, unless
otherwise provided by law.
Utah Code Ann. § 59-2-306(1) (1996)
(1) The county assessor may request a signed statement
in affidavit form from any person setting forth all the
real and personal property assessable by the assessor
which is owned, possessed, managed, or under the
control of the person at 12 o'clock noon on January 1.
This statement shall be filed within 3 0 days after
requested by the assessor.
Utah Code Ann. § 59-2-309 (1)
(1) Any escaped property may be assessed by the
original assessing authority at any time as far back as
five years prior to the time of discovery, in which
case the assessor shall enter the assessments on the
tax rolls and follow the procedures established under
Part 13 of this chapter.

